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2012. The future has arrived. Empire 
America is collapsing. The Panic of 08 became the 
Crash of ’09. The global financial system has melted 
down. Most paper money isn’t worth a dime. The worst 
of environmental fears have been realized. What some 
call the “War on Terror,” others call WWIII. The onset 
of The Blackest of Plagues has the world’s populace 
terrified. 

The streets are teeming with the homeless, help- 
less and jobless. Major cities look like Calcutta. Neither 
Big Brother’s surveillance, corporate security squads, 
or angry vigilantes can stop the pandemic crime wave. 
Even gated communities provide no sure sanctuary; the 
rich have become the targets of choice for kidnappers, 
gangs and organized criminals. 

Food is plentiful if you can afford it, but danger- 
ous to eat unless you grow your own or 
get it from reliable sources. After years 
of drought and mismanagement, water 
shortages have reached crisis levels in 
much of the world. 

But even as this is written in 2012, 
the official word is still, “Take a deep | N gaat ] 
breath, the fundamentals are sound.” 
They're not. Yet those who didn’t see it 
coming, still keep telling us what to do. 

Seeing through the media and 
government spin machines and smoke 
screens, many sensed the seriousness of the situation, 
and in their gut expected the worst. But either through 


instinctive fear, stubborn denial, or conditioned inertia, 
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few prepared for what was to come. They now live be- 
tween the helpless states of “what-might-have-been” 
and “I-wish-I-did.” 


FOREWARNED WAS FOREARMED 
If you had been a Trends Journal subscriber and reader 
of Trend Tracking and Trends 2000 (Warner Books), 
you would have seen the future coming. You would 
have been in the position and have taken measures to 
“prepare for the worst and plan for the best.” 

For over two decades, virtually all the trends, neg- 
ative (and positive!), that are now so dramatically in 
play have been forecast accurately by us at The Trends 
Research Institute. As a reader, you would have also 
noted that every one of these crucial trends has been 
missed, downplayed or ignored by the mainstream me- 

dia charged with informing the pub- 
$Secvaty lic. 

Now in 2012, many earlier es- 
cape routes are closed but others have 
opened and more will open in the near 
term future. 

No one alive has seen anything 

\ gof . . 
S, w like this. We have all heard about the 
Great Depression but only the octoge- 
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narians can remember it. No one ever 
thought that it could happen again, or 
imagine it could be much worse. It was 
an article of faith that today’s politically astute, techno- 
savvy professional elite - armed with advanced mon- 
etary policies and state-of-the-art fiscal tools - would 
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prevent an economic Armageddon. 

For years the government had been cooking books 
and twisting facts to hide the economic rot eating away 
at the nation’s financial superstructure. Each time a 
distressed economic sector failed - manufacturing, 
housing, banking - it was patched up with bailouts, 
buyouts, rescues, sellouts, and other quick cosmetic 


fixes designed to camouflage the decay. 
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Ancient Wisdom Oddly enough, our trends 
forecasts are in lockstep with a Maya/Hopi prophesy 
set down in stone over a thousand years ago. Omi- 
nously, the detailed and sophisticated calendar comes 
to an end on December 21, 2012. 

But what does the end of the calendar mean? In 
circles that take ancient writings seriously, it was a 
matter of intense debate. Some prophesied the end of 
the world and the annihilation of the Planet. We at the 
Trends Research Institute thought otherwise. 

Others interpreted it as the destruction of the hu- 
man race. We thought not. 

Still others interpreted it as the end of an age, 
the death of a civilization and the birth of a new age 
or civilization. We at The Trends Research Institute 
thought; quite possibly so. 

As trends researchers we base our analyses on a 
broad spectrum of hard data from a number of fields 
and generally avoid predicting exact dates for our 
forecasts. But we find it more than a little curious 
that long before we became aware of the Mayan/Hopi 
prophesy, 2012 is effectively a date we might have 
chosen as the turning point between the death of the 
current age and the birth of a new one. 


THE LAST FOUR YEARS 


racking trends shows us where we are, how we 

got there and where we're going. The future 

doesn’t happen in a vacuum. It has a history. 
Current events form future trends. Today’s news is to- 
morrow’s history, and for the most part, history deter- 
mines the future. 

But to fully understand the present, it is neces- 
sary to have more than just a vague memory of the 
past. The History of the Future has a long history, 
and memories fade over time. 

Now, in 2012, most will have forgotten the de- 
tails of Campaign 2008, which represents a moment 
of defining paralysis in American history. The popu- 
lace yearned for change. Going broke, losing jobs, los- 
ing houses, war weary and deeply disenchanted with 
government, they still pinned their hopes on the next 
President. 

To appreciate why those hopes were so spectacu- 


larly unrealized, requires a refresher course in what 
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was going on, why Americans elected who they elect- 
ed, and why they got what they got. 


The Presidential Reality Show Kicking 
off nearly two years before Election Day, the race for 
the White House provided more time than usual to 
judge the contestants. 

Temporarily shelving celebrity escapades, sex 
scandals, grisly murders and lost Boy Scouts, in 2008 
the media’s main focus was on the election. Gener- 
ating hundreds of millions in advertising revenues, 
the major media also determined what was campaign 
news and what was not; what would produce ratings, 
what would sell and what would not. Nothing was too 
scandalous or sleazy to ignore. Anything substantive 
that required thought or consideration was scantily 
covered and quickly brushed aside. 

Televised debates, the media’s answer to charges 
of frivolity and commercialization, were promoted as 
heavyweight opportunities for candidates to present 
and defend their positions before the public. Moder- 
ated by TV personalities selected as designated pub- 
lic spokespersons, these otherwise unqualified hosts 
asked the questions, set the tone and determined who 
would talk and for how long. As they did in their day- 
to-day coverage, favored candidates and front runners 
were given more time and preferential treatment. 

So, despite all the medial hoopla of the big events, 
the hyped up, dumbed down, tightly controlled, de- 
bates generated little public interest. 

Debates apart, the made-for-TV Presidential Re- 
ality Show featured the standard mix of mudslinging, 
muckraking, back biting, back stabbing, back slap- 
ping, glad handing, race baiting, baby kissing, hot dog 
chomping candidates pandering to both special inter- 
ests and the lowest electoral common denominator. 

Out of this marathon of indignity and humilia- 
tion was supposed to emerge a leader fit to resurrect 
the faltering fortunes of the greatest military and eco- 
nomic power on the Planet. 

While the candidates electioneering antics pro- 
vided fodder for stand-up comedians and provoked 
solemn editorial hand-wringing by the papers of re- 
cord, unmentioned and unrecognized was the dis- 
heartening reality: Those willing to subject themselves 
to such personal degradation in order to gain power, 


are, almost by definition, unfit to wield it. 

“Any man who wants to be president is either an 
egomaniac or crazy,” said General Dwight Eisenhower 
who was drafted into the Presidency. He believed the 
office “should never be sought, but should never be 
refused.” 


TRUE COLORS 

Proving beneficial to some but fatal to others, the 
unusually drawn out process knocked off the media- 
anointed front runners. With so distant a finish line, 
Hillary Clinton, John Edwards (Democrats), Rudy 
Giuliani and Mitt Romney (Republicans) could not 
keep the pace or survive the exposure over the long 
obstacle studded primary track. To the fore, almost 
by default, came dark horse John McCain and darker 
horse Barack Obama. 

Looking back, we can now see that it hardly mat- 
tered which candidate was elected in 2008. Marketing 
itself as a democracy, in fact, America is an operat- 
ing plutocracy controlled and managed by moneyed 
interests. With the judicial system stacked with party 
members and the media corporate controlled, opposi- 
tion candidates and third party challenges are system- 
atically marginalized, frozen out of debates and kept 
off the ballot. 

While everyone, excepting perhaps American Idol 
worshippers and hard core trailer campers knew the 
system (including voting machines) was rigged, the 
electorate persisted in the delusional hope that their 
party favorite would this time effect change. 
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LIVING BETWEEN WHAT-MIGHT- HAVE- BEEN 


ANO T-wiSH-T- 01) 


FRICK & FRACK 
Election 2008 left America with the choice between 
Barack Obama, a preacher of change who had never 
changed anything, and John McCain, a former POW 
whose proven ability to survive torture somehow quali- 
fied him as a military strategist and war hero. 

Lagging behind front runner Hillary Clinton in the 
early polls, Barack Obama rocketed to stardom after 
America’s Queen of TV, Oprah Winfrey threw her sup- 
port behind him. Transformed into a flawlessly pack- 
aged and directed Harpo production, the telepromted 
orator promised he would “heal the nation and repair 
the world?” 

This modest agenda was followed by promises to 
lift Americans from poverty and improve middle-class 
living standards. However, in Obama’s first foray into 
the arena of change, as a grass-roots organizer in Chi- 
cago’s poverty stricken South Side, Barack conceded 
defeat. “On issues we made very little progress, noth- 
ing that would change poverty on the South Side of 
Chicago.” 

Unable to point to just one derelict South Side 
street revived during seven years in the Illinois Senate 
or as a US Senator, Obama’s promise to “heal the na- 
tion and repair the world,” was spectacularly unreas- 
suring. 

Readers will remember the two hot button issues of 
Campaign 2008 were the economy and the Iraq War. 

Barack Obama’s Iraq War track record was as dis- 
concerting as his history as the candidate of change. 
Disdaining the rigid Republican “stay the course” poli- 


cy, Obama took a more protean approach. 


E 2002 - Obama denounced the Iraq War as a “... 
dumb war. A rash war. A war based not on reason but 
on passion, not on principle but on politics.” 

E 2004 - Following his speech at the Democratic Na- 
tional Convention he told reporters that the United 
States had an “absolute obligation” to remain in Iraq 
long enough to make it a success. 

E 2004 - Told The New York Times, “I'm always care- 
ful to say that I was not in the Senate, so perhaps the 
reason | thought [the war] was such a bad idea was that 
I didn’t have the benefit of U.S. intelligence.” 

E July 2004 - Told the Chicago Tribune “[t] here’s not 
that much difference between my position [on the war] 
and George Bush’s position at this stage.” 

E 2007 (just before announcing his run for the Presi- 
dency), he outlined a plan to begin “redeployment of 
U.S. forces no later than May 1, 2007” and “remove all 
combat brigades from Iraq by March 31, 2008.” 

E After winning the Democratic primary in 2008, 
Obama moved up the troop withdrawal date to May 
2010. 


While Barack Obama’s campaign was built on change, 
but never having changed anything except his mind, 
John McCain’s image was built on his reputation as a 
military strategist and war hero. 

With sympathy and all due respect, surviving years 
of torture in a prison camp made him no more a hero 
than detainees at Guantanamo. And getting his plane 
shot down bombing Vietnamese did not certify him as 
a military strategist or support his claim that “ I know 
how to win wars. I know how to win wars.” 

In May of 2008, with no end to the war in sight, 
McCain insisted “The Iraq War has been won. It’s a 
victory, which I have always predicted.” His vow to 
bring most troops home by 2013 was as suspect as his 
claim that “I didn’t know when we were going to win 
World War II, I just knew we were going to win.” John 
McCain was 5 years old when WWII broke out and 10 
when it ended. 

In January, at the onset of the “Panic of ’08,” 
when asked by The Wall Street Journal how he would 
respond to the global financial crisis, McCain replied 
that he “really doesn’t understand economics.” Howev- 
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er, he said he had, and would read, former Fed Chair- 
man Alan Greenspan’s new book. 

Attacking Obama’s ability to lead America as com- 
mander in chief, McCain had declared, “Ina time of war, 
the commander in chief doesn’t get a learning curve.” It 
followed logically and inescapably, that the commander 
in chief also doesn’t get a learning curve in times of 
economic chaos. Thus, reading Alan Greenspan’s book 
wouldn’t work ... even if he read it twice. 


FLIP & FLOP 

And as with his opponent, McCain also showed him- 
self repeatedly changing positions on a variety of issues 
throughout his stint in Congress. Admirers commend- 
ed this inconsistency as an ability to work with oppo- 
nents and “work the levers of power.” Detractors, such 
as Senator Durbin, D, IL complained, “You couldn't 
tell which John McCain would come to work on any 
given day.” 

Election 2008 pitted an avatar of change who 
never changed anything, except his mind, against a 
prisoner of war who had never devised a military cam- 
paign nor run a business. As the campaigned devolved, 
the candidates flip-flopped on issues of taxes, constitu- 
tional rights, trade agreements, immigration, campaign 
finance and on anything else they thought might bring 
in votes. 

In most elections, it all comes down to guns and 
butter. In principle, if it was war and terror dominating 
the news on Election Day 2008, it would be McCain; if 
it was the economy, it would be Obama. While it looked 
straightforward, given the nature of politics, there were 
many wild cards in the mix. Assassinations, scandals, 
cover-ups, screw-ups, missteps ... some dramatic world 
event could instantly change the outcome. 

And in 2008, there was one wild card that had 
never been played before. Race. Obama had a black 
father and a white mother. 

While it was no secret that the race card was in the 
deck, Hillary Clinton was the first candidate to play it. 
Late in the primaries and unable to overtake Obama 
in the delegate count, Clinton, after getting 80 percent 
of the West Virginia vote and winning Kentucky with 
65 percent, cited Obama’s failure to win over whites in 
earlier Pennsylvania and Ohio primaries as evidence 


Barack could not win in November. 


TRADITIONAL TV ıf 
INCREASINGLY 
OBsoLeteE 


Although an African-American winning the presi- 


dential primaries was historically and sociologically 
significant, it would have little bearing on the future of 
the country. Regardless of who won in November 2008, 
the public would lose. Nothing changed substantially. 
Given the magnitude of the many problems and the 
limited abilities of those charged with addressing them, 
nothing could change. 

As long as the United States was totally controlled 
by Republicans and Democrats beholden to the special 
interests responsible for financing their campaigns, the 
change the public craved could not be delivered. 


Trend Forecast: While we were not able to predict an 
exact time for the emergence of a major third party, as 
early as 2000 we predicted mounting public demand for 
a political choice that was not a “lesser of two evils.” By 
2006, the world wide web had irrevocably broken the 
corporate media stranglehold on news and information. 

Despite ongoing government and corporate at- 
tempts to commandeer and restrict Internet access, net 
neutrality prevailed. No longer obliged to sacrifice prin- 
ciples in order to secure campaign financing, third party 
candidates proliferated using the web to build voter 
support. (See “Internet Candidate” Trends Journal, De- 
cember 2006.) 

Advancing technology had rendered traditional 
TV increasingly obsolete. By 2012, information formerly 
restricted to the PC monitor could be accessed on wide 
screen HDTV. Replacing the stereotypical blow-dried 
network anchor wankers, were a new breed of citizen 
hosts and journalists, answerable to no one but their 
own consciences. With the networks no longer monopo- 
lizing the flow of information, it became impossible to 
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silence or exclude candidates who did not fit the mold 
or follow the prescribed agenda. 


The trend was predictable but still incipient. The In- 
ternet candidate was for the future. Back in 2008, the 
major trends already in place, stayed their courses; the 
wars — Iraq, Afghanistan, terror, crime, poverty, drugs, 
etc. — continued. And Washington’s policies exacerbat- 
ed, rather than mitigated, the terminally ill economy. 


The New Depression Never have the blows 
destined to take out a world economic champion been 
so clearly telegraphed. And never before have so many 
signals been missed, ignored, covered up or denied. 

For nearly thirty years, through boom years and 
bust years, we have been charting trends; forecasting 
an eventual economic meltdown, one that could not 
be quick-fixed by printing more cheap money (euphe- 
mized as “liquidity”) to cover exponentially growing 
mountains of bad bets. 

In the past, the cheap money bailout schemes pro- 
vided respites that juiced the economy as the malignancy 
metastasized. Like pharmaceutical companies obfuscat- 
ing deadly side effects of drugs that treat symptoms with- 
out addressing causes, Fed witchdoctors covered up the 
insidious nature of their remedies and the destructive 
cumulative effects of their monetary medicine. 

Built upon the foundations of greed, speculation 
and deregulation, the 1987 stock market crash, the S&L 
crisis, the 1997 Asian currency crisis, the 1998 Long 
Term Capital Management failure, the Dot-com and real 
estate bubbles and ensuing recessions (most of them 
predicted accurately by The Trends Research Institute) 
were all destined to occur. Rather than allowing the fi- 
nancial excesses to work their way out of the system or 
let the biggest malefactors suffer their losses, the Federal 
Reserve Bank rewarded mismanagement and greed with 
heavy doses of cheap monetary snake oil. 

By 2008 only the real illiterates - those incapable 
of reading the handwriting on the wall - could not see 
the catalogue of horrors. 

Unable to shake off the credit crisis that hit the 
Street late July 2007, the markets carried the financial 
hangover into the New Year, making it one of the worst 
starts in economic history. 

Facing failure, America’s premier banks and bro- 


kerages, including Merrill Lynch and CitiGroup, went 
begging abroad for bailouts and buyouts from sover- 
eign wealth funds (foreign countries) and princely bil- 
lionaires. As conditions deteriorated further and with 
the global markets in turmoil, on March 17th, the Fed- 
eral Reserve rescued Bear Stearns (a gambling casino, 
disarmingly called an “investment bank” by the busi- 
ness community), that was, according to “experts and 
“authorities,” too big to fail. 

Following a several week respite, US Treasury Sec- 
retary, Henry Paulson declared that the worst of the 
credit crisis was over: “I expect that financial markets 
will be driven less by the recent turmoil and more by 
broader economic conditions and, specifically by way 
of the recovery of the housing sector. We are closer to 
the end of the market turmoil than the beginning,” 
said Paulson proclaiming that, “Later this year, | expect 
growth will pick up.” 

The Federal Reserve announced more cheap 
money schemes to float sinking brokerages and failing 
banks from around the world. Wall Street rejoiced. The 
Dow pushed over 13,000 on the news. The 2008 high 
was celebrated as a triumph and a sure sign that the 
market had bottomed. A low hurdle to jump, in 2007 
the Dow had been over 14,000. 


TRUE ILLITERATES REJOICE - BRIEFLY 
“This economy is going to come on. I’m confident it 
will,” said President Bush, rejoicing with “Mission Ac- 
complished” zeal, following unemployment data that 
only 20,000 jobs were lost and not more. 

“It strongly argues that this downturn will be mild 
and short lived,” agreed Mark Zandi, chief economist at 
Moody Economy.com, a division of Moody’s Corp, the 
firm accused of rating junk-grade securities triple-A. 

Collusion, deception and fraud were entrenched and 
acknowledged within the industry, but concealed from 
outsiders. “Let’s hope we are all wealthy and retired by 
the time this house of cards falters,” analysts from Stan- 
dard and Poors Rating service had warned each other in 
internal e-mails. They referred to the complex financial 
deals they were rating as “ridiculous.” 

Former Fed Chairman Alan Greenspan, the chief 
engineer of the cheap money/bailout schemes who had 
permitted the many slick financial games to be created 
and played during his term, also chimed in that the US 


was closer to the end of the credit crisis than to the 
beginning. 

More ominous employment data, ignored by all the 
President’s men and downplayed by the press, showed 
US worker’s average wage declined 1.3 percent in 2007. 
Since the New Year, nearly a half million jobs had been 
lost and the jobs created fell at the bottom of the wage 
and benefit scale. 

Forty five thousand low-skilled health care and 
restaurant positions were added in April, while 46,000 
jobs were lost to manufacturing which had shed 326,000 
jobs that year to date. And just as the government “ad- 
justs” (i.e., manipulates) inflation by not including food 
and fuel in its “core” inflation index, so too the unem- 
ployment numbers did not include, as unemployed, the 
412,000 “discouraged workers” in April who stopped 
looking for work. 

“We are concerned about continuing job losses,” 
said US Labor Secretary Elaine Chao, but “the long- 
term fundamentals of the economy remain solid.” For 
the 80 percent of the population dependent on hourly 
earnings, the solid fundamentals meant a 1 cent per 
hour wage increase in April. Even when adjusted by 
manipulation, annual wages rose only 2.8 percent, well 
below the “official” 4 percent inflation rate. 

The official rationale for omitting food and energy 
(a Nixon era Federal Reserve maneuver) from the index 
was that these commodities were volatile and would not 
give an accurate reading. The actual reason was that if 
included, they would dramatically increase the inflation 
rate and would therefore increase social security pay- 
ments, cost of living adjustments and inflation-indexed 
bonds. Under the Clinton Administration, additional 
schemes were devised by the “The Boskin Commission” 
that further minimizes the true inflation rate. 

Falling deeper in debt, hit by wage depreciation 
and with the cost of everything going up, the economy 
fell into an unusual state, described by the Trends Re- 
search Institute as “Dragflation.” 

During the stagflation years of the 1970s, the 
economy stagnated, inflation soared and wages rose 
to keep pace with increased costs. Nominally a status 
quo situation, stagflation was leading to hyper-inflation 
that was curtailed by the Fed’s dramatic interest rate 


increases, that in turn led to the severe recession of the 
early 1980s. 


— 


EVERY one, EXCEPT THE SUPER Rich, Loses GRovnp 


In an era of Dragflation, the economy declines, 
wages fall, and inflation soars. In Dragflationary times, 
there is no comforting illusion of the status quo. Every- 
one, super-rich excepted, loses ground. 

Applying the draconian monetary measures of the 
early 1980s to remedy Dragflation would prove much 
more painful and far less effective. The higher inter- 
est rates imposed following the 2008 elections would 
stabilize the falling dollar, staving off a massive exo- 
dus by foreign interests holding trillions of greenbacks. 
On the Dragflationary home front, with credit already 
crunched and the economy in decline, the high interest 
rate/tight money policy that induced recession in the 
1980’s would lead to the New Depression. 


Trendpost to Profit: One trend was clear. As the econ- 
omy declined, so too did homeownership. Single-family 
units kept slumping but multi-dwelling units were show- 
ing some strength. With credit tightening, wages falling, 
confidence dwindling, and houses depreciating, renting, 
rather than buying, spurred demand for multi-dwelling 


units. 


Trendpost to Profit: 4s we had often forecast, “walk- 
ing distance communities” where people could live, shop 
and work would emerge as investment opportunities in 
answer to higher fuel prices and aging populations. 

The New Depression itself spurred a revival of 
small-town community based life that characterized pre 
WW Il America, with a high-tech twist. Wired to the 
world and with technology making new advances, the 
need to commute far distances to work at central loca- 
tions, for many, was becoming increasingly unnecessary 


and seemingly antiquated. 
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There was also a movement of young creatives 
(professionals, artists, craftspeople) who could not af- 
ford big city life but who brought city sophistication 


to small old cities and towns. (See “Next Four Years,’ 


Trends Journal, Spring 2008.) 


The worsening credit crunch and failing financial in- 
stitutions had been blamed mostly on the real estate 
bust, triggered by the sub-prime mortgage crisis that 
led to falling home sales and rising foreclosures. The 
next economic shoe to drop wasn’t news and hadn't 
been predicted as late as mid 2008, even though it was 
obvious and inevitable. 


Real Estate Bust Il Businesses closed, wages 
declined, living standards dropped, and the consumer 
driven economy dried up (personal consumption ac- 
counted for 70 percent of US GDP), leaving a glut of 
commercial properties - malls, retail space, business 
parks, office buildings, etc. - that would flood the mar- 
ket and crash prices. 

The nation had long been “over-stored.” The big 
chain model for growth and expansion was based upon 
opening more and more new stores with little atten- 
tion paid to increasing in-store sales. With the customer 
base shrinking, fixed costs increasing and credit tight- 
ening, the model became unsustainable. 
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Trendpost to Profit: In 2010, there were signs of a 
real estate revival, but it would prove temporary and 
wouldn't spread nationwide. In favored regions and ar- 
eas, a combination of workable infrastructure, natural 
resources and a Renaissance mentality would produce 
a resurgence and with it rising prices, increased demand 
and investment opportunities. For those areas, it would 
prove profitable to buy in early. 


Not since the dot-com crash of 2000 had the economic 
news looked so ominous. Sales of big-ticket durable 
goods fell 6.1 percent in the first quarter of 2008, and 
consumer spending sank to 2001 recession levels. With 
retail sales accounting for some two-thirds of the na- 
tion’s GDP, the spending downturn rattled the corpo- 
rate chains. 

Ghost malls were springing up around the coun- 
try. The first casualties were stillborn. Financed and 
built by banks who loaned developers money based 
on contractual lease agreements, prospective tenants 
reneged on their contracts. The newly built shopping 
centers were never occupied, stayed empty and older 
malls emptied out. 


Trendpost to Profit: The Ghost Malling of America was 
foreseeable and had been predicted. In Trends 2000 
(Warner Books 1997, pages 199-201 ) we provided a 
detailed picture of the upcoming “Pall on the Mall.” 

The Crash of ’09 put the All-American Mall on the 
endangered species list sending America’s population 
of consumer addicts through a painful, protracted siege 
of withdrawal symptoms. But the bell that tolled the 
death knell for voracious developers and cannibalistic 
winner-take-all mega chains was music to the ears of 
many others. 

Those who understood the soul-deadening conse- 
quences of a purely materialistic “shop until you drop” 
death wish, welcomed the sight of big-box monstrosities 
and faceless, ubiquitous strip malls and grotesque gal- 
lerias gone bankrupt and physically disintegrating. 

The malling of America was a degrading, purely 
profit-driven movement that had destroyed small towns, 
their mom and pop businesses and the sense of com- 
munity that had characterized the nation as late as the 
1960s. The “Pall at the Mall” now presaged a renais- 
sance of that community spirit and with it a rebirth of 


small businesses ... appropriately reformulated to the 
needs of a new age. 

By 2011, Renaissance entrepreneurs and visionary 

developers began reclaiming rundown and abandoned 
mall and mart lands for more productive uses. 
The first signs of the commercial real estate collapse 
could be seen in 2008, when Linens n’ Things, owned 
by the highly touted leverage buyout firm Apollo, went 
bankrupt. Home Depot, Starbucks, Ann Taylor, Sears, 
Talbots, Zales, Foot Locker and other household name 
chains registered 5770 store closings in the first 5 
months of 2008, according to the International Council 
of Shopping Centers. Month after month, more clos- 
ings and more bankruptcies would follow. Bennigan’s, 
Steve & Barry’s, Sharper Image had disappeared. And 
as with the hundreds of other big chain bankruptcies 
since, their names were soon forgotten. 

Once thought impervious to economic downturns, 
Las Vegas gambling revenues slumped 4 percent, con- 
ventions fell 10.4 percent, and the average daily room 
rates fell 3.8 percent in the first two months of the year. 
In August, the Mohegan Tribe of Connecticut reported 
an 89 percent drop in its gambling income. 


Trend Forecast: Losing market share to global gaming 
competitors, hit with high travel expenses and falling 
wages, the domestic leisure and business segments of 
“Vegas” and other destination gambling venues will 
suffer steep revenue declines for decades. However, gov- 
ernment gambling operations (lotto, scratch-off’s, mega 
millions etc.) that take money from the nation’s poorest 
who gamble away the little they have in the hope of 
winning big at astronomical odds, would flourish. 


Trendpost to Profit: What’s old is new. The resort ar- 
eas that decayed following the onset of jet travel and 
decades of upward mobility, would revive and thrive as 
the cash strapped were forced to stay closer to home. 


Meanwhile Back at the ranch Wall Street 
rustlers were hopeful, the massive doses of monetary 
medicine was working. Janet Yellen, president of the 
Federal Reserve Bank of San Francisco, said, “There 
are some rays of hope that the strains may be easing a 
bit” In unison, Fed Chairman Ben Bernanke declared 
that the enormous amounts of liquidity the central 


bank has flooded into the markets “have contributed 
to some improvement in financing markets.” 

And, banker Bernanke promised more cheap mon- 
ey, which would in turn further devalue the dollar. “We 
stand ready to increase the size of the auctions if further 
warranted by financial developments,” he said, explicitly 
setting no level below which the dollar could not sink. 

True to his word, the Fed had pumped half-a-tril- 
lion dollars into the financial system while the US M3 
money supply jumped 16.5 percent higher from a year 
ago, near its fastest rate of expansion in history. 

Using language that downplays the reality of the 
crisis and severity of the implications, MBIA and Am- 
bac, America’s two largest bond insurers, said they had 
“meaningfully” higher losses on home-equity loans and 
collateralized debt obligations than earlier announced. 
And it would get much worse. 

The facts were in numbers, and the numbers, even 
when rigged, were terrifying. Registering their biggest 
decline in 29 years, the median price of a single-family 
home in the US dropped 7.7 percent in the first quarter 
while sales of single-family houses and condominiums 
fell 22 percent. In April, foreclosure filings soared 65 
percent and bank repossessions jumped 145 percent 
from a year earlier, adding more inventory to the glut 
of unsold homes already on the market. 

But all the dismal data was not enough to dis- 
courage Wall Street. The next day, May 14th, with food 
prices up the most in 18 years and gas prices making 
new daily highs, the government reported that con- 
sumer prices rose a mere .2 percent in April. The stock 
market, which had been down nearly everyday since 
flirting with 13,000, soared 143 points on the inflation 
numbers. 

Stocks rise as tame report eases 
inflation worries 

May 14, 2008 NEW YORK (MarketWatch) 

- U.S. stocks rose on Wednesday after April 

data calmed worries about inflation, help- 

ing lift financial and consumer discretionary 

stocks, while mortgage lender Freddie Mac 

posted smaller-than-expected losses, offset- 

ting credit-market jitters. 


The government dished out the propaganda and a ser- 
vile media served it up. The inflation rate - like Fred- 
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die Mac’s numbers — were cooked. 

Prices for the 12-months through April for US im- 
ports were up 15.4 percent. Oil was selling at $126 a 
barrel and a gallon of gas cost nearly $4 at the pump. 
Just 5 months ago, the big question in the investment 
community was: If oil passes $100 per barrel, would it 
be able to sustain that price level? The general consen- 
sus was NO. 

The experts reasoned that since there were signs of 
an economic slowdown, energy demand would lessen, 
supply would increase and prices would fall. 

Dismissing explosive global growth-demand as 
part of their equation, America centric pundits had as- 
sumed that only America determined the direction of 
capital markets and consumption trends. While soft- 
ening US demand would temporarily dampen high 
oil prices, global growth and supply limitations would 
keep them high. 

The Dow Jones Agricultural Commodity Index, 
which measures a basket of corn, coffee, cotton, soy- 
beans, soybean oil, sugar, and wheat, was up 40 per- 
cent in April from a year earlier. But these insignifi- 
cant fluctuations were excluded from the core inflation 
rate. When uncooperative and undemocratic regimes 
deliberately manipulate facts to hide the truth they are 
demonized as totalitarian. In America it’s passed off as 
economics. 

The alarm bells were ringing. But the panic but- 
ton had yet to be pushed. By the end of June, the stock 
market would register its worst performance since 
1930! Led by the United States, the developed world 
had entered the worst financial crisis since the Great 
Depression, yet in America, there was still debate as to 


whether or not the nation was in recession! 


By July, the world stock markets were all treading 
in bear territory. And despite Freddie Mac’s refreshing 
“smaller-than-expected losses, offsetting credit-market 
jitters,” reported in May, it, along with sister Fannie 
Mae, the nation’s two largest mortgage finance compa- 
nies, were on the brink of failure. 


FEDERAL CONS 

The “too big to fail” mantra boomed out from politi- 
cians, pundits and the financial community. They were 
right! Owning or guaranteeing nearly half of the $12 
trillion of US mortgages, and with their CEOs salaried 
at $12 and $20 million per year, Fannie and Freddie 
were too big. The general public, who would foot the 
bill, had been cozened into believing that these were 
federal institutions. 

They weren't. Just as the Federal Reserve Bank 
was a private bank and no more a federal agency than 
Federal Express, Fannie Mae and Freddie Mac were 
publicly traded, shareholder corporations. And as with 
any publicly traded company, anyone investing in Fred- 
die and Fannie, did so at their own risk. 

Making no illusions that speculators’ losses would 
be covered, for decades, both Republican and Demo- 
cratic administrations repeatedly denied that the tril- 
lions of Freddie-Fannie incurred debt was government 
guaranteed. 

But by mid 2008, Fannie & Freddie had lost almost 
85 percent of their share value. Rather than risk the 
wrath of the big time investors, Congress shook down 
the taxpayers to cover Mac and Mae’s shareholder loss- 
es. In doing so, they granted unlimited authority to 
Treasury Secretary Hank Paulson (former Chairman/ 
CEO Goldman Sachs) to spend all the taxpayer dollars 
he desired to buy as much equity as needed to keep the 
two private firms from going under. 

“There’s no question about it. Wall Street got 
drunk,” said President Bush who signed the bill forc- 
ing the taxpayer to pay for the hangover. 

With a trillion or more of that debt in the hands 
of foreign investors (plus multiple trillions of other US 
debt), had the mortgage mammoths been allowed to 
fail, it would have accelerated the dumping dollar trend. 
“Some of the world’s largest sovereign wealth funds are 
seeking to reduce their exposure to the US dollar in a 
sign of global concern about the currency,” wrote the 


Financial Times on July 17th in the heat of the crisis. 

The legislation also included new rules giving the 
Fed authority to keep bankrupt banks running without 
imposing any capital reserve requirements and exempt- 
ed the Fed from paying penalties on loans it makes to 
failed banks taken over by the Federal Deposit Insur- 
ance Corporation. Rather than allowing failing banks 
to fail, the government would be allowed to keep them 
running with on-demand hits of liquidity heroin. To le- 
galize the maneuver, Congress added $800 billion to 
the national debt ceiling, upping it to $10.7 trillion. 

At the same time, a record $482 billion US budget 
deficit for fiscal 2009, was projected ... a deficit that 
did not include Iraq and Afghan war costs. 

America was deep in debt, going broke and there 
was no way out. The only solutions coming from the 
politicians and the regulators to steady the faltering 
economy would be to print more money to paper over 
the problems. 

Even though, under the circumstances, the bailout 
schemes were inescapable, they were also quite obvi- 
ously doomed to fail. The financial world was simply 
postponing its unraveling. More “too big to fails” were 
already failing, many more would follow and there 
would not be enough “liquidity” to keep them afloat. 

In the weeks dominated by the Fannie/Freddie 
crisis, federal regulators seized Pasadena based Indy- 
Mac (the second-largest bank failure in U.S. history), 
First National Bank of Arizona, the First National Bank 
of Nevada and Suntrust Bank, Florida. 

With the stock markets in turmoil, the federal reg- 
ulators would wait until the markets closed on Friday, 
then seize the banks, and reopen them on Monday with 
a new name. It was a standard ploy. In the heat of the 
summer with people in a vacation state of mind, plus 
the government’s deliberate weekend seizure and dis- 
closure, the seriousness of this news slipped by almost 


unperceived. 


Trendpost to Profit: Following the Arizona bank fail- 
ures, and radiating calm and assurance that the prob- 
lems had been fixed and there would be no need for 
further repairs, Federal Deposit Insurance Corporation 
spokesman David Barr said, “I feel like the Maytag re- 
pairman — there’s just not much to do on the customer 


side of things.” 
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The uncalmed and unassured fearing that more 
and bigger banks would go bankrupt, took proactive ac- 
tion before panic hit the streets and there were runs on 
the banks. Left with some $42 billion after the bailouts, 
the FD.I.C. now had in its coffers enough to cover less 
than 2 percent of the nation’s $3 trillion in deposits. 

Except for the very wealthy, pulling funds out of 
US banks and depositing them abroad was still a new 
trend for Americans. But by 2009, anyone that had ex- 
tra cash and was determined to keep it, moved it to 
safer havens. 


Trendpost to Profit: Alert investors had watched the 
dollar lose over 60 percent of its value following the 
Fed’s latest round of cheap money policies initiated in 
2001. The smart money diversified holdings into bas- 
kets of stronger currencies through Currency Exchange 
Traded Funds. Similar to mutual funds, except that in- 
stead of holding a basket of securities or commodities, 
investors hold baskets of currencies. 

Currency trading had always been the province of 
giant institutional investors. The new CETFs opened the 
field to individual investors. Just wanting to preserve 
capital some put half their money in euros and half in 
dollars. If one went up, the other went down, and parity 
was maintained. It was the Global Age, and those who 
had money and wanted to protect its value, knew better 
than to put all of it in one currency basket. 


With a run on the entire financial sector (“Seeing Bad 
Loans, Investors Flee From Bank Shares,” The New 
York Times, 16 July 2008), Washington tightened rules 
on short selling of troubled financial firms, and initi- 
ated unprecedented “emergency lending programs” to 
further insulate the “too big to fail” from failure. 

The scope of the US government’s bailout plans, 
rescue packages, special deals and rule changes put in 
place to protect the gambling class and the bad deal 
makers, was unprecedented. 

Relying on “liquidity” fixes (a.k.a. throwing good 
money after bad) would only further weaken the dol- 
lar. Largely a mystery to the general public, what a 
weakened dollar means in real life is very simple. The 
weaker the dollar gets, the more it costs to live. When 
incomes do not rise as much as the dollar descends, the 
standard of living goes down. 
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THE GOLDEN RULE 

Throughout 2008 and beyond, the Federal Reserve 
made up new rules and changed old ones, while Con- 
gress would pass new laws granting the Fed unrivaled 
power over the nation’s printing press. In the world of 
banks, the Golden Rule is not, “Do unto others...,” but 
rather, “Those who have the gold, rule.” The shots were 
being called by the central bankers whose policies had 
brought on the economic crisis. 

Immediately following the Freddie and Fannie res- 
cue, the Fed extended its 30 day access-to-cash program 
through January ’09 for troubled Wall Street deal-mak- 
ers needing emergency “liquidity” fixes to cover bad 
bets. “Fed lays on extra liquidity support,” blared the 
front page Financial Times headline. (30 July 2008.) 


Trendpost to Profit: Gold, after briefly hitting $1030 
per ounce in March 2008, had fallen to the low $800 
range by August. While the general consensus was the 
gold rush was over, it had just begun. For those wanting 
to buy gold but believing the price was still too high, 
adjusted for inflation from its 1980, $875 high, gold 
should have been pegged at $2,400 per ounce. 

Not only looked upon as a hedge against inflation, 
gold was also being bought as a crisis hedge. And, there 
was plenty to worry about in 2008: War talk with Iran, 
warring between Russia and Georgia, unstable oil pro- 
ducing nations, plummeting stock markets and volatile 
commodity prices. 


In the summer of 2008, the grasshoppers around the 
globe greatly outnumbered the ants. Consumers were 


cutting back but were nowhere near the survival mode 


that circumstances warranted. The markets were recov- 
ering, the dollar gained ground, gold prices were de- 
clining, oil prices were falling and even as serious prob- 
lems were acknowledged, according to the government 


policy makers ... government policies were working. 


Government role eases the impact 
Even if the economy continues to deteriorate, 
economists generally agree that the United 
States is not heading for another Great Depres- 
sion. (The New York Times, 6 August 2008.) 


The economy did continue to deteriorate and the gen- 
eral agreement among economists was wrong. The 
Crash of ’09 was as dramatic as the Crash of ’29. The 
New Depression had begun. 


Off With Their Heads The Crash of ’09 finally 
drove home the message to the great mass of working 
and unemployed Americans. In plain and simple lan- 
guage, the Federal Reserve had bankrupted America 
and Washington had forced the taxpayers to cover Wall 
Street’s bad debt. The staggering size of the bailout 
packages and the brazen effrontery of politicians in 
rescuing their “too big to fail” friends while leaving the 
“too small to save” to save themselves, was the spark 
that ignited “The Great Revulsion.” 

Jobless, desperate, angry and betrayed, hungry 
hordes turned against the kings and queens of com- 
merce and their sycophants. While it was impossible to 
predict the form of punishment - guillotine, lynching, 
jail or public disgrace - revenge would be exacted. 


To be continued. 
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